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INDEPENDENT AUDITOR'S REPORT

June 30, 2022

To the City Council
City of Eutaw, Alabama

Report on the Financial Statements

We were engaged to audit the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of Eutaw,
Alabama, as of and for the year ended September 30, 2021, and the related notes to the financial
statements, which collectively comprise the City of Eutaw, Alabama’s basic financial statements as listed in
the table of contents.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statements based on conducting the audit in
accordance with auditing standards generally accepted in the United States of America and Government
Auditing Standards. Because of the matters described in the basis for disclaimer of opinion paragraph,
however, we were not able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion,

Disclaimer of Opinion

Because of the significance of the matter described in the Basis for Disclaimer of Opinion section of our
report, we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an audit
opinion on the financial statements of the City of Eutaw, Alabama. Accordingly, we do not express an opinion
on these financial statements.

Basis for Disclaimer of Opinion

The City has not had an audit performed in the prior year, and, therefore, we did not cbserve or were unable
to test beginning balances. We were unable to satisfy ourselves by other auditing procedures concerning the
balances of certain assets and liabilities. In addition, the accounting records were not adequately kept during
parts of the year and a new computerized accounting system was introduced during the year. As of the date
of our audit report, management was still in the process of rectifying the system deficiencies and correcting
the misstatements. We were unable to confirm or verify by alternative means certain assets and liabilities
included in the balance sheet. As a result of these matters, we were unable to determine whether any
adjustments might have been found necessary in respect of recorded or unrecorded amounts, and the
elements making up the financial statements.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis, budgetary comparison information, and retirement information on pages 5-11, 41,
and 42-44 be presented to supplement the basic financial statements. Such information, although not a part
of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, econemic, or historical context. We were unable to apply certain limited procedures
to the required supplementary information in accordance with auditing standards generally accepted in the
United States of America because of the matters described in the Basis for Disclaimer of Opinion section
above. We do not express an opinion or provide any assurance on the information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 30, 2022, on
our consideration of the City of Eutaw, Alabama’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the City of Eutaw, Alabama's internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the City of Eutaw, Alabama’s internal control over financial reporting and compliance.

Harbin & Stough, P.C.

Certified Public Accountants
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

June 30, 2022

To the City Council
City of Eutaw, Alabama

We were engaged to audit, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of the
City of Eutaw, Alabama, as of and for the year ended September 30, 2021, and the related notes to the
financial statements, which collectively comprise the City of Eutaw, Alabama's basic financial statements and
have issued our report thereon dated June 30, 2022. Our report disclaims an opinion on such financial
statements because we were not able to obtain sufficient appropriate audit evidence to provide a basis for an
audit opinion.

Internal Control over Financial Reporting

In connection with our engagement to audit the financial statements of the City of Eutaw, Alabama, we
considered the City of Eutaw, Alabama's internal controt over financial reporting (internal control) as a basis
for designing audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
the City of Eutaw, Alabama’s internal control. Accordingly, we do not express an opinion on the effectiveness
of the City of Eutaw, Alabama’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies and therefore, material weaknesses or significant deficiencies may exist that have not been
identified. However, as described in the accompanying schedule of findings and responses, we did identify
certain deficiencies in internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity's financial
statements will not be prevented, or detected and corrected, on a timely basis. We censider the deficiencies
described in the accompanying schedule of findings and responses as items 2021-001, 2021-002, 2021-003,
2021-004 to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance. We
consider the deficiencies described in the accompanying schedule of findings and responses as items 2021-
005, 2021-006 to be significant deficiencies.
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Compliance and Other Matters

In connection with our engagement to audit the financial statements of the City of Eutaw, Alabama, we
performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the financia! statements.
However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards and
which are described in the accompanying schedule of findings and responses as items 2021-005, 2021-0086.
Additionally, if the scope of our work had been sufficient to enable us to express opinions on the basic
financial statements, other instances of noncompliance or other matters may have been identified and
reported herein.

City of Eutaw, Alabama’s Response to Findings

City of Eutaw, Alabama’s response to the findings identified in our engagement is described in the
accompanying schedule of findings and responses. City of Eutaw, Alabama’s response was not subjected to
the auditing procedures applied in the engagement to audit the financial statements and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or
on compliance. This report is an integral part of an engagement to perform an audit in accordance with
Government Auditing Standards in considering the entity's internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Zophe ~Stherl, PQ

Harbin & Stough, P.C.
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Management’s Discussion and Analysis

The following management’s discussion and analysis (MD&A) of the financial performance of The City of
Eutaw, Alabama (the City) provides an overview of the City’s financial condition and activities for the fiscal
year ended September 30, 2021. The purpose of the discussion is to provide a narrative summary of the
financial position and activities of the City in order to enhance the reader’s understanding of the City’s basic
financial statements. Please read the MD&A in conjunction with the City's financial statements and the notes
to financial statements.

Financial Highlights for Fiscal Year 2021

Government-Wide Financial Statements (Full Accrual)

¢ The total net position (assets plus deferred outflows of resources less liabilities plus deferred inflows
of resources) of primary government was $ 9,477,085 at September 30, 2021.

+ General taxes and other revenues, including transfers, of the primary government of the City
amounted to $2,080,316 in fiscal year 2021. In addition, charges for services, grants, and
contributions of the primary government totaled $2,824,027 and total expenses of the primary
government equaled $4,229,710 for the year ended September 30, 2021,

Fund Financial Statements (Modified Accrual)
* At September 30, 2021, the City’s total governmental funds reported a fund balance of $1,341,252.

¢ The City's General Fund reported revenues in excess of expenditures {before any transfers or other
financing sources) by an amount of $12,360 during fiscal year 2021.

Overview of the Financial Statements

The City's annual financial report consists of two kinds of financial statements, each of which presents a
different view of the City’s finances. The first set of financial statements provides both long-term and short-
term information of the City's overall financial status. The second set of financial statements focuses on the
City’s individual funds and report on the City's operations in more detail than the government-wide
statements. The City's financial statements also include notes to explain information in the financial
statements and to provide more detailed data.

The statements and notes followed by required supplementary information contain data pertaining to the
City’s budget performances and certain pension information.

The following charts summarize the major features of the financial statements, including the portion of the

City's activities they cover and the types of information they contain. The remainder of this overview section of
the MD&A explains structure and contents of each to the statements.

-5-



Management’s Discussion and Analysis

Maijor Features of the City's Governmental-Wide and Fund Financial Statements

Government- Governmental Funds Proprietary Fund Fiduciary Funds
Wide
- Statements
Scope Entire City The activities of the City that are | Activities the City Instances in which
(except not proprietary or fiduciary, such | operates similar to the City is the trustee
fiduciary as general government, public private business- or agent to someone
funds) safety {police and fire), and Water and Sewer else's resources-
recreation pension trust fund
Required Statement of Balance Sheet;, Statement of Statement of Net Statement of
Financial Net Position; Revenues, Expenditures and Position; Statement Fiduciary Net
Statements Statement of Changes in Fund Balance of Revenues, Position; Statement
Activities Expenses and of Changes in
Change in Net Fiduciary Net
Position; Statement Position
of Cash Flows
Accounting Accrual Modified accrual accounting and | Accrual accounting Accrual accounting
Basis and accounting current financial resource focus | and economic and economic
Measurement and economic resources focus resources focus
Focus resources
focus
Type of All assets, Only assets and deferred All assets, deferred All assets, deferred
Asset/Liability deferred outflows expected to be used up | outflows, liabilities, outflows, liabilities,
Information outflows, and liabilities and deferred and deferred inflows, | and deferred inflows,
liabilities, and | inflows that come due during the | both financial and short-term and long-
deferred year or soon thereafter; no capital, and short- term
inflows, both capital assets included term and long-term
financial and
capital, and
short-term and
long-term
Type of Inflow- | All revenues Revenues for which cash is All revenues and All revenues and
Qutflow and expenses | received during or soon after the | expenses during expenses during
Information during fiscal end of the year; expenditures fiscal year, fiscal year,
year, when goods or services have regardless of when regardless of when
regardless of | been received and payment is cash is received or cash is received or
when cash is | due during the year or soon paid paid
received or thereafter.
paid

Governmental-Wide Statements

The governmental-wide statements report on the City as a whole using accounting methods used by
commercial enterprises. One of the most important questions asked about the City's finances is, “Is the City
as a whole better off or worse off as a result of the year's activities?” The Staternent of Net Position and the
Statements of Activities report information about the City as a whole and about its activities in a way that
helps the reader answer this question.

These two statements report on the City’s net position and changes in net position. The City's net position is
the difference between its assets and liabilities; and the reader can use net position as one way to measure
the City’s financial health or financtal condition. Overtime, increases or decreases in the City's net position are
one indicator of whether its financial condition is improving or deteriorating. Other non-financial factors will
need to be considered, such as changes in the City’s property taxes base and the condition of the City's
roads to assess the overall health of the City.




Management’s Discussion and Analysis

in the governmental-wide financial statements, the City's activities are divided into three main categories,
which are discussed further in the notes to the financial statements.
» Governmental activities-most of the City's basic services are reported here, including public safety,
streets, parks and recreation, and transportation services.
¢ Business type activities-the activity of the City's water and sewer services provided to citizens,
businesses, and other institutions.

s Component units-separate legal entities that meet the Governmental Accounting Standards Board
(GASB) requirements for component unit.

Fund Financial Statements
The fund financial statements provide detail about the most significant funds, not the City as a whole.

As discussed in the note to financial statements, the City has three kinds of funds:

*  Governmental-reports on the City's basic services. The City has two major governmental funds: The
General Fund and the Four cent Fund.

¢  Proprietary-reports on the City's business-type activities that are similar to activities performed by
commercial enterprises. Enterprise funds are used to account for business-like activities provided to
the general public. The City’s enterprise fund includes the Eutaw Water Utility Fund.

+  Fiduciary-reports on net position and changes therein of assets held by the City in a trustee or
fiduciary. The City has no fiduciary funds.
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Management’s Discussion and Analysis

The following represents the cost of the City's programs as well as the programs net cost (total cost less
revenues generated by the activities). The net cost was the financial burden that was placed on the City's
taxpayers by each of these functions.

Total Cost of Net cost of

Functions Services __Services

General governmental $ 1,082,731 % 325,517

Public safety 1,044,249 (971,013)
Public works 587,273 (670,250)
Culture recreation 78,369 (78,369)
Community development 90,000 (90,000)
Interest on long-term debt 4,478 (4,478)
Total governmental activities $ 2887100 $ (1.388,593)
Water Utility Fund 1,342 610 (17,090)
Total business-type activities $ 1342610 § {17.090)

Financial Analysis of the City’'s Funds

As discussed, governmental funds are reported in the fund statements with short-term, inflow and outflow of
spendable resources focus. This information is useful in assessing resources available at the end of the year
in comparison with upcoming financial statements. At the end of fiscal year 2021, The City's governmental
funds reported a combined fund balance of $1,341,252 and the largest portion, $684,872 is committed for
capital improvement.

Major Governmental Funds

The General Fund is the City's primary operating fund and is used to account for a majority of the services
provided on a day-to-day basis. The fund balance of the General Fund increased in fiscal year 2021 by
$12,360. The City’s other major governmental fund is the Four cent Fund. The fund balance of the Four cent
Fund increased $18,615 in fiscal year 2021.

Capital Assets and Debt Administration

Capital Assels

At the end of fiscal year 2021, the City had $10,232,817 or 81% of total assets invested in a broad range of
capital assets, including land, buildings, infrastructure, etc.

The following table summarizes the City's capital assets (gross), which are presented in more detail in the
notes to the financial statements,

Governmental Business-Type

Activities Activities
Land $ 1,143,794 $ -0-
Infrastructure 3,781,344 -0-
Buildings and Improvements 2,447 906 -0-
Equipment 640,054 336,762
Vehicles 1,379,450 -0-
Plant in service -0- 6,199.652
Total Assets $ 0392548 § 6536414

10-



Management's Discussion and Analysis
Long-Term Debt
As discussed in more detail in the notes to the financiai statements, the City has long-term debt for both
governmental and business-type activities.
The long-term debt for the governmental activities relates primarily to auto leases.
The long-term debt for the business-type activities relates to:
¢ The Eutaw Water Utility Fund has revenue bonds that were issued in 2018. There was an outstanding
balance at September 30, 2021 of $2,185,000.

Budget Performance-General Fund

The City's revenues were approximately $1.7 million higher than the budgeted amount.

The City expended approximately $1.6 million more than budgeted during 2021. The primary causes were (1)

additional capital expenditures and (2) expenditures for principal and interest on debt service from the 2018
Bond.

Refer to the supplementary information, Budgetary Comparison Schedule-General Fund, for more
information.

A1-



The City of Eutaw, Alabama
Statement of Net Position-Government-Wide
September 30, 2021

—___ Primary Government
Governmental Business-Type

Activities Activities Total
Assets
Cash P 1382213 % 255761 $ 1,637,974
Certificates of deposit 1,000 4,000 5,000
Restricted assets -0- 329,957 329,957
Accounts receivable 275,925 156,023 431,948
Internal balances (75,964) 75,964 -0-
Prepaid expenses 40,071 -0- 40,071
Capital assets:
Land, improvements, and
construction in progress 1,143,794 Q- 1,143,794
Other capital assets, net of
depreciation 4,905,764 4,183,259 9.089 023
Total Assets 7,672,803 5.004.964 12 677,767
Deferred Outflows of Resources
Deferred pension outflows 109,274 13,431 122,705
Total Deferred Outflows of Resources 109,274 13,431 122,705
Total Assets and Deferred
Outflows of Resources $ 7782077 3 5018395 $ 12,800,472

See accompanying notes to financial statement.



The City of Eutaw, Alabama
Statement of Net Position-Government-Wide
September 30, 2021

Liabilities
Accounts payable and accrued expenses
Customer deposits
Accrued interest payable
Net pension liabilities
Long-term liabilities:
Due within one year
Due in more than one year

Total Liabilities

Deferred Inflows of Resources
Deferred Pension Inflow

Total Deferred Inflows of Resources

Net Position

Investing in capital assets, net of related debt
Restricted

Unrestricted

Total Net Position

Total Liabilities Deferred Inflows
of Resources and Net Position

Primary Government

Governmental Business-Type

Activities Activities Total
3 281,993 § 126,804 % 408,797
-0- 7,418 7,418
-0- 51,211 51,211
332,694 150,437 483,131
-0- 34,000 34,000
45,853 2,151,000 2,196,853
660,540 2.520.870 3,181,410
127,055 14,922 141,977
127.055 14,922 141,977
6,003,705 1,998,259 8,001,964
-0- 329,957 329,957
990,777 154,387 1,145,164
6,994 482 2.482 603 9.477.085

$ 7782077 $ 65.0183095 $ 12.800472

See accompanying notes to financial statement.
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Assets
Cash
Certificates of deposit
Accounts receivables
Prepaid expenses
Total Assets

Deferred Qutflows of Resources

Total Assets and Deferred
Outflows of Resources

Liabilities
Accounts payable
Due to Business Type
Taxes payable

Total Liabilities

Deferred Inflows of Resources

Fund Balance
Non-Spendable:
Prepaid expenses
Committed:
Capital improvements
Unassigned
Total Fund Balance

The City of Eutaw, Alabama

Balance Sheet - Governmental Funds

September 30, 2021

Other
General Governmental Four Cent

Fund Funds Fund Total
$ 698,341 3 240,578 § 443294 $ 1,382,213
-0- 1,000 -0- 1,000
275,925 -0- -0- 275,925
40.071 -0- -0- 40,071
1,014,337 241,578 443,294 1.699,209
-0- -0- -0- -0-
$ 1014337 % 241578 § 443294 $ 1699209
$ 277,896 § -0- % 0- % 277,896
75,964 -0- -0- 75,964
4,097 -0- -0- 4,097
357,957 -0- -0- 357,957
-0- -0- -0- -0~
40,071 -0- -0- 40,071
-0- 241,578 443,294 684,872
616,309 -0- -0- 616,309
656,380 241,578 443294 1,341,252

Total Liabilities, Deferred Inflows of

Resources and Fund Balances

See accompanying notes to financial statement.

-16-

$. 1014337 $  2415/8 § 443294 $ 1.600200



The City of Eutaw, Alabama
Reconciliation of the Balance Sheet - Governmental Funds
to the Statement of Net Position
September 30, 2021

Total Fund Balances - Governmental Funds $ 1,341,252

Amounts reported for Governmental Activities in the Statement of
Net Position are different because:
1. Capital assets that are used in governmental activities are not
financial resources and, therefore, are not reported in funds,

net of accumulated depreciation. 6,049,558
2. Deferred outflows not available for current period. 109,274
3. Long-term liabilities are not due and payable in the current

period and, therefore, are not reported in the funds. {45,853)
4. Long-term liabilities not due in current period- Net Pension

Liabilities. {332,694)
5. Deferred inflows not available for current period. {127.055)

Total Net Position of Governmental Activities $ 6994482

See accompanying notes to financial statement
17-



The City of Eutaw, Alabama
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds
For the Year Ended September 30, 2021

Other
General Governmental Four Cent
Fund Funds Fund Total
Revenues
Property taxes $ 349,244 % -0- §$ -0- § 349,244
Franchise taxes 6,048 -0- -0- 6,048
Sales taxes 1,601,858 96,474 18615 1,716,947
Fees and fines 73,236 -0- -0- 73,236
Licenses and permits 420,322 -0- -0- 420,322
Charges for services 22,209 -0- -0- 22,209
Grants 344,232 -0- -0- 344,232
Donations 638,508 -0- -0- 638,508
Interest 795 -0- -0- 795
Miscellaneous 7,282 -0- -0- 7,282
Total revenues 3463734 96.474 18615 3578823
Expenditures
Current:
General Government 861,160 -0- -0- 861,160
Public Safety 1,044,249 -0- -0- 1,044,249
Public Works 587,273 -0- -0- 587,273
Culture and Recreation 78,369 -0- -0- 78,369
Community Development 90,000 -0- -0- 90,000
Debt Service:
Interest and other charges 4,478 -0- -0- 4,478
Capital Qutlay 785,845 -0- -0- 784,845
Total expenditures 3,451,374 -0- -0- 3451374
Excess (deficiency) of revenues
over expenditures 3 12,360 $ 096474 $ 18615 § 127,449
Other Financing Sources (Uses) -0- -0- -0- -0-
Net Change in Fund Balances 12,360 96,474 18,615 127,449
Fund Balances-Beginning 644,020 145,104 424 679 1,213.803
Fund Balances-Ending $ 656,380 § 241,578 $ 443,294 $ 1341252

See accompanying notes to financial statement.
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The City of Eutaw, Alabama
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances - Governmental Funds to the Statement Of Activities
For the Year Ended September 30, 2021

Net Change in Fund Balances - Governmental Funds $ 127,449

Amounts reported for Governmental Activities in the Statement of
Activities are different because:
1. Governmental funds report capital outlays as expenditures while governmental
activities report depreciation to allocate those expenditures over the life of the
assets. 538,742

2. Generally, expenditures recognized in the governmental fund’s financial
statements are limited to only those that use current financial resources, but
expenses are recognized in the Statement of Activities when they are incurred.

Employee Benefits 25,532
Change in Net Position of Governmental Activities $ 691,723

See accompanying notes to financial statement,
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The City of Eutaw, Alabama
Statement of Net Position - Proprietary Funds
September 30, 2021

Assets
Current assets:
Cash and cash equivalents
Certificates of deposit
Receivables, net
Bue from/(to) governmental funds
Total current assets

Non-current assets:
Restricted cash
Capital assets:
Distribution/collection systems
Less accumulated depreciation
Total non-current assets

Total Assets
Deferred QOutflows of Resources
Deferred Pension

Total Deferred Outflows of Resources

Total Assets and Deferred Outflows of Resources

See accompanying notes to financial statement.

Water and
Sewer Board

$ 255,761
4,000
156,023
75,964
491,748
329,957
6,536,415
{2,353,156)
4,513,216

5,004 964

13,431

13,431

$ 5018395



The City of Eutaw, Alabama
Statement of Net Position - Proprietary Funds
September 30, 2021

Liabilities
Current liabilities:
Accounts payable and accrued liabilities
Customer deposits
Current portion of long-term debt
Total current liabilities

Non-current liabilities:

Net Pension liabilities

Bonds, notes and loans payable
Total non-current liabilities

Total liabilities

Deferred Inflows of Resources
Deferred pension

Total Deferred Inflows of Resources

Net Position
Investing in capital assets, net of related debt
Restricted-debt requirements

Unrestricted

Total Net Position

Total Liabilities, Deferred Inflows of
Resources and Net Position

See accompanying notes to financial statement.

Water and
Sewer Board

$ 178,015
7,418

34,000
219,433

150,437
2,151,000
2,301,437

2,520,870

—————

14 622

————

14.922

T rrr———————

1,998,259
329,957
164,387

2,482 603

——————



The City of Eutaw, Alabama

Statement of Revenues, Expenses and Changes in Net Position - Proprietary Funds

For the Year Ended September 30, 2021

Operating Revenues
Charges for service
Total operating revenue

Operating Expenses
Depreciation
Utilities
Materials and supplies
Office expenses
Employee costs
Professional services
Maintenance and repairs
Total operating expenses

Operating Income (Loss)

Non-Operating Revenues (Expenses)
Interest expense

Total non-operating revenue/(expense)

Changes in Net Position

Total Net Position-Beginning

Total Net Position-Ending

See accompanying notes to financial statement.
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Water and
Sewer Board

$ 1325520
1,325,520

184,072
108,254
444,253
72,407
237,350
25,398

203,115

1.274 849

50,671

(67,761)
(67.761)

(17,090)

2,499,693

$§ 2482603



The City of Eutaw, Alabama
Statement of Cash Flows - Proprietary Funds
For the Year Ended September 30, 2021

Cash Flows from Operating Activities
Receipts from customers
Payments to suppliers for goods and services
Payments to employees and contractors

Net cash provided by operating activities

Cash Flows from Non-Capital Financing Activities

Cash Flows from Capital and Related Financing Activities
Purchase of capital assets
Interest paid on debt
Principal paid on capital debt

Net cash provided by capital and related financing activities

Cash Flows from Investing Activities
Net Increase {Decrease) in Cash and Cash Equivalents

Cash-beginning
Unrestricted
Restricted

Total Cash-Beginning

Cash-ending
Unrestricted
Restricted

Total Cash-Ending

Reconciliation of change in net position to net cash provided
by operating activities:
Change in net position
Adjustments to reconcile change in net assets to net cash provided
by operating activities:
Depreciation
Change in assets and liabilities:
Receivables, net
Deferred outflows
Accounts payable and accrued liabilities
Customer deposits
Deferred inflow
Net pension liabilities

Net cash by operating activities

See accompanying notes to financial statement.

Water and
Sewer Board

$ 1,394,137
(707,027)
(237,350)
449 760

e e

-0-

(196,705)
(68,386)
(34,000)

(299,091)

-0-

150,669

194,075
240974
435,049

255,761
329,957
$ 585718

$ 50,671

184,072

80,771

(13,431)
50,864
7,418
14,922
74,473

$ 449,760



The City of Eutaw, Alabama
Notes to the Financial Statements
September 30, 2021

Note 1. Summary of significant accounting policies

The financial statements of the City of Eutaw, Alabama, {The City) have been prepared in conformity with
accounting principles generally accepted in the United States of America, as applied to government units
(hereinafter referred to as generally accepted accounting principles (GAAP}). The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The City's significant accounting policies are described below.

A. Description of government-wide financial statements

The government-wide financial statements (i.e., the statement of net position and the statement of activities)
report information on all of the non-fiduciary activities of the primary government and its component units. All
fiduciary activities are reported only in the fund financial statements. Governmental activities, which normally
are supported by taxes, intergovernmental revenues, and other non-exchange transactions, are reported
separately from business-type activities, which rely to a significant extent on fees and charges to external
customers for support. Likewise, the primary government is reported separately from certain legally separate
component units for which the primary government is financially accountable.

B. Reporting entity

The City of Eutaw, Alabama, is a municipal corporation governed by an elected mayor and five-member
Governing Council {Council). The accompanying financial statements present the City and its component
units, entities for which the City is considered to be financially accountable. Blended component units are, in
substance, part of the primary government’s operations, even though they are legally separate entities. Thus,
blended component units are appropriately presented as funds of the primary government. Each discretely
presented component unit is repeoried in a separate column in the government-wide financial statements to
emphasize that it is both legally and substantively separate from the City.

The following are legally separate units of government which meet the definition of component units of the
City, as primary government:

« Eutaw City Medical Board

s Eutaw Volunteer Fire Department

The financial information for each of these legally separate units of government has not been included in the
primary government financial statements of the City, which is required for reporting in conformity with GAAP.
Each unit of government has not issued a separate financial statement.

C. Basis of presentation — government-wide financial statements

While separate government-wide and fund financial staternents are presented, they are interrelated. The
governmental activities column incorporates data from governmental funds and internal service funds, while
business-type activities incorporate data from the City's enterprise funds. Separate financial statements are
provided for governmental funds, proprietary funds, and fiduciary funds, even though the latter are excluded
from the government-wide financial statements.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments in lieu of taxes where the amounts are reasonably
equivalent in value to the interfund services provided, and other charges between the City's water and sewer
functions and various other functions of the City. Elimination of these charges would distort the direct costs
and program revenues reported for the various functions concerned.

D. Basis of presentation - fund financial statements

The fund financial statements provide information about the City’s funds. Separate statements for each fund
category—governmental and proprietary—are presented. The emphasis of fund financial statements is on
major governmental and enterprise funds, each displayed in a separate column. All remaining governmental
and enterprise funds are aggregated and reported as non-major funds. Major individual governmental and
enterprise funds are reported as separate columns in the fund financial statements.



The City of Eutaw, Alabama
Notes to the Financial Statements
September 30, 2021

The City reports the following major governmental funds:

e The general fund is the City's primary operating fund. It accounts for all financial resources of the
general government, except those accounted for in another fund.

o The four cent special gas tax fund accounts for the proceeds and use of the special gas tax fund. The
use of these funds is restricted by statute to maintenance and renovation of streets and roads in the
City. The fund is a special revenue fund.

e The capital projects fund accounts for the acquisition and construction of the City's major capital
facilities, other than those financed by proprietary funds.

e The debt service fund is used to account for the accumulation of resources that are restricted,
committed, or assigned for the payment of principal and interest on long-term obligations of
governmental funds.

The City reporis the following major enterprise funds:
s The water fund accounts for the activities of the water fund. The fund operates the water distribution
system for residents of the City.

Additionally, the City reports the following fund types:

» Special revenue funds account for the proceeds and uses of special revenues sources requiring
separate accounting because of legal or regulatory provisions or administrative action. Special
revenue funds consist of the following: Seven cent special gas tax fund, corrections fund, police grant
fund, and police fund.

+ Capital projects funds account for financial resources to be used for the acquisition or construction of
major capital assets. Capital projects funds consist of the following: Water and sewer capital
improvement fund, sewer construction fund, airport grant fund, sidewalk construction fund, and CDBG
construction fund.

During the course of operations the City has activity between funds for various purposes. Any residual
balances outstanding at year end are reported as due from/to other funds and advances to/from other funds.
Further, certain activity occurs during the year involving transfers of resources between funds reported at
gross amounts as transfers infout. While these balances are reported in fund financial statements, certain
eliminations are made in the preparation of the government-wide financial statements. Balances between the
funds included in governmental activities {i.e., the governmental and internal service funds) are eliminated so
that only the net amount is included as internal balances in the governmental activities column. Similarly,
balances between the funds included in business-type activities (i.e., the enterprise funds) are eliminated so
that only the net amount is included as internal balances in the business-type activities column. Transfers
between the funds included in governmental activities are etiminated so that only the net amount is included
as transfers in the governmental activities column. Similarly, balances between the funds included in
business-type activities are eliminated so that only the net amount is included as transfers in the
business-type activities column.

E. Measurement focus and basis of accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and
basis of accounting. Measurement focus indicates the type of resources being measured such as current
financial resources or economic resources. The basis of accounting indicates the timing of recognition in the
financial statements of various kinds of transactions or events.

The government-wide and proprietary fund financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows. Property taxes are
recognized as revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.
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